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ADVANCES TO STATE UNEMPLOYMENT FUNDS ?

SEC. 1201. [42 U.S.C. 1321] (a)(1) Advances shall be made to the
States from the Federal unemployment account in the Unemploy-
ment Trust Fund as provided in this section, and shall be repay-
able, with interest to the extent provided in section 1202(b), in the
manner provided,in sections 901(d)(1), 903(b)2), and 1202. An ad-
vance to a State for the payment of compensatlon in any 3-month
period may be made if—

(A) the Governor of the State applies therefor no earlier than
the first day of the month preceding the first month of such 3-
month period, and

(B) he furnishes to the Secretary of Labor his estimate of the
amount of an advance which will be required by the State for
the p(rla\yment of compensation in each month of such 3-month
perio

(2) In the case of any application for an advance under this sec-
tlt(l)nnto any State for any 3-month period, the Secretary of Labor
shall—

(A) determine the amount (if any) which he finds will be re-
quired by such State for the payment of compensation in each
month of such 3-month period, and

(B) certify to the Secretary of the Treasury the amount (not
greater than the amount estimated by the Governor of the
State) determined under subparaggaph (A).

The aggregate of the amounts certified by the Secretary of Labor
with respect to any 3-month period shall not exceed the amount
which the Secretary of the Treasury reports to the Secretary of

1 Title XII of the Social Security Act is administered by the Department of Labor. -
42 Title XII appears in the United States Code as §§1321-1324, subchapter XII, chapter 7 Title
Regulatlons of the Secretary of Labor relating to Title XII are contained in chapter V Title
20, Code of Federal Regulations. S
2This table of contents does not appear in the law.
3See P.L. 83-591, §3302(c)(3)(this volume), with respect to advances to a State or State agen-

See Vol. II, P.L. 95-521, §102(i), with respect to reporting of benefits received under the So-
cial Security Act.

See Vol. 1, P.L. 96-499, §1025, with respect to withholding certification of State unemploy-
ment laws.
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656 SOCIAL SECURITY ACT—§ 1201(a)(cont)

Labor is available in the Federal unemployment account for ad-
vances with respect to each month of such 3-month period.

(3) For purposes of this subsection—

(A) an application for an advance shall be made on such
forms, and shall contain such information and data (fiscal and
otherwise) concerning the operation and administration of the
State unemployment compensation law, as the Secretary of
Labor deems necessary or relevant to the performance of his
duties under this title,

3 (B) the amount required by any State for the payment of
compensation in any month shall be determined with due al-
lowance for contingencies and taking into account all other
amounts that will be available in the State’s unemployment
fund for the payment of compensation in such month, and

(C) the term “compensation” means cash benefits payable to
individuals with respect to their unemployment, exclusive of
expenses of administration.

(b) The Secretary of the Treasury shall, prior to audit or settle-
ment by the General Accounting Office, transfer in monthly install-
ments from the Federal unemployment account to the account of
the State in"the Unemployment Trust Fund the amount certified
under subsection (a) by the Secretary of Labor (but not exceeding
that portion of the balance in the Federal unemployment account
at the time of the transfer which is not restricted as *to use pursu-
ant to section 903(b)(1)). The amount of any monthly installment
so transferred shall not exceed the amount estimated by the State
to be required for the payment of compensation for the month with
respect to which such installment is made. g

REPAYMENT BY STATES OF ADVANISDSES TO STATE UNEMPLOYMENT
FUN

SEC. 1202. [42 U.S.C. 1322] (a) The Governor of any State may
at any time request that funds be transferred from the account of
such State to the Federal unemployment account in repayment of
part or all of that balance of advances, made to such State under
section 1201, specified in the request. The Secretary of Labor shall
certify to the Secretary of the Treasury the amount and balance
specified in the request; and thg Secretary of the Treasury shall
promptly transfer such amount in reduction of such balance.

(b)X1) Except as otherwise provided in this subsection, each State
shall pay interest on any advance made to such State under section
1201. Interest so payable with respect to periods during any cal-
endar year shall be at the rate determined under paragraph (4) for
such calendar year. .

(2) No interest shall be required to be paid under paragraph (1)
with Ii.espect to any advance or advances made during any calendar
year if— ,

(A) such advances are repaid in full before the close of Sep-
terr:iber 30 of the calendar year in which the advances were
made, 4

(B) no other advance was made to such State under section
1201 during such calendar year and after the date on which
the repayment of the advances was completed, and s

4P.L. 105-33, §5404(a)(1), struck out “and”.
SP.L. 105-33, §5404(a)2), struck out the period and substituted *, and”.



SOCIAL SECURITY ACT—§ 1202(b)(cont) 657

(C) such State meets funding goals, established under regu-
lations issued by the Secretary of Labor relating to the ac-
counts of the States in the Unemployment Trust Fund. ¢

(3XA) Interest payable under paragraph (1) which was attrib-
utable to periods during any fiscal year shall be paid by the State
to the Secretary of the Treasury prior to the first day of the follow-
ing fiscal year. If interest is payable under paragraph (1) on any
advance (hereinafter in this subparagraph referred to as the “first
advance”) by reason of another advance made to such State after
September 30 of the calendar year in which the first advance was
made, interest on such first advance attributable to periods before
such September 30 shall be paid not later than the day after the
date on which the other advance was made.

(B) Notwithstanding subparagraph (A), in the case of any ad-
vance made during the last 5 months of any fiscal year, interest
on such advance attributable to periods during such fiscal year
shall not be required to be paid before the last day of the succeed-
ing taxable year. Any interest the time for payment of which is de-
ferred by the preceding sentence shall bear interest in the same
manner as if it were an advance made on the day on which it
would have been required to be paid but for this subparagraph.

(C)i) In the case of*any State which meets the requirements of
clause (ii) for any calendar year, any interest otherwise required to
be paid under this subsection during such calendar year shall be
paid as follows—

(I) 25 tpercent of the amount otherwise required to be paid
on or before any day during such calendar year shall be paid
on or before such day; and

(II) 25 percent of the amount otherwise requ1red to be paid
on or before such day shall be paid on or before the correspond-
ing day in each of the 3 succeeding calendar years.

No interest shall accrue on such deferred interest.

(ii) A State meets the requirements of this clause for any cal-
endar year if the rate of insured unemployment (as determined for
purposes of section 203 of the Federal-State Extended Unemploy-
ment Compensation Act of 19707) under the State law of the period
consisting of the first 6 months of the preceding calendar year
equaled or exceeded 7.5 percent.

(4) The interest rate determined under this paragraph with re-
spect to any calendar year is a percentage (but not in excess of 10
percent) determined by dividing—

(A) the aggregate amount credited under section 90’4(e) to
State accounts on the last day of the last calendar quarter of
the immediately preceding calendar year, by

(B) the aggregate of the average daily balances of the State
accounts for such quarter as determined under section 904(e),

(5) Interest required to be paid under paragraph (1) shall not be
paid (directly or indirectly) by a State from amounts in its unem-
ployment fund. If the Secretary of Labor determines that any State
action results in the paying of such interest directly or indirectly
(by an equivalent reduction in State unemployment taxes or other-
wise) from such unemployment fund, the Secretary of Labor shall
not certify such State’s unemployment compensation law under sec-

SP.L. 105-33, §5404(a)(3), added subparagraph (C), applicable to calendar.years beginning
after August 5, 1997.
78ee Vol. II, P.L. 91-373, Title II.



658 SOCIAL SECURITY ACT—§ 1202(b)(cont)

tion 3304 of the Internal Revenue Code of 1954 8. Such noncertifi-
cation shall be made in accordance with section 3304(c) of such
Code.

(6)(A) For purposes of paragraph (2), any voluntary repayment
shall be applied against advances made under section 1201 on the
last made grst repaid basis. Any other repayment of such an ad-
vance shall be applied against advances on a first made first repaid
basis.

(B) For purposes of this paragraph, the term “voluntary repay-
ment” means any repayment made under subsection (a).

(7) This subsection shall only apply to advances made on or after
April 1, 1982,

(8)(A) With respect to interest due under this section on Septem-
ber 30 of 1983, 1984, or 1985 (other than interest previously de-
ferred under paragraph (3)(C)), a State may pay 80 percent of such
interest in four annual installments of at least 20 percent begin-
ning with the year after the year in which it is otherwise due, if
such State meets the criteria of subparagraph (B). No interest shall
accrue on such deferred interest.

(B) To meet the criteria of this subparagraph a State must—

(i) have taken no action since October 1, 1982, which would
reduce its net unemployment tax effort or the net solvency of
its unemployment system (as determined for purposes of sec-
tion 3302(f) of the Internal Revenue Code of 1954 9); and

(ii)I) have taken an action (as certified by the Secretary of
Labor) after March 31, 1982, which would have increased reve-
nue liabilities and decreased benefits under the State’s unem-
ployment compensation system (hereinafter referred to as a
“solvency effort”) by a combined total of the applicable percent-
age (as compared to such revenues and benefits' as would have
been in effect without such State action) for the calendar year
for which the deferral is requested; or

(IT) have had, for taxable year 1982, an average unemploy-
ment tax rate which was equal to or greater than 2.0 percent
of the total of the wages (as determined without any limitation
on amount) attributable to.such State subject to contribution
under the State unemployment compensation law with respect
to such taxable year. ’

In the case of the’first year for which there is a deferral (over a
4-year period) of the interest otlierwise payable for such year, the
applicable percentage shall be 25 pertent. In the case of the second
such year, the applicable percentage shall be 35 percent. In the
case of the third such year, the applicable percentageshall be 50
percent. ’ e

(C)(i) The base year is the first year for which deferral under this
provision is requested and subsequently granted. The Secretary of
Labor shall estimate the unemployment rate for the base year. To
determine whether a State meets the requirements of subpara-
graph (B)(ii)(I), the Secretary of Labor shall determine the percent-
age by which the benefits and taxes in -the base year with the ap-
plication of the action referred to in subparagraph (B)(ii)(I) are
lower or greater, as the case may be, than such benefits and taxes
would have been without the application of such action. In making

8See P.L. 83-591, §3304 (this volume).
9See P.L. 83-591, §3302(f) (this volume).
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SOCIAL SECURITY ACT—§ 1203 659

this determination, the Secretary shall deem the application of the
action referred to in subparagraph (B)(ii)I) to have been effective
for the base year to the same extent as such action is effective for
the year following the year for which the deferral is sought. Once
a deferral is approved under clause (ii)I) of subparagraph (B) a
State must continue to maintain its solvency effort. Failure to do
so shall result in the State being required to make immediate pay-
ment of all deferred interest.

(ii) Increases in the taxable wage base from $6,000 to $7,000 or
increases after 1984 in the maximum tax rate to 5.4 percent shall
not be counted for purposes of meeting the requirement of subpara-
graph (B).

(D) In the case of a State which produces a solvency effort of 50
percent, 80 percent, and 90 ‘percent rather than the 25 percent, 35
percent, and 50 percent required under subparagraph (B), the in-
terest shall be computed at an interest rate which is 1 percentage
point less than the otherwise applicable interest rate.

(9) Any interest otherwise due from a State on September 30 of
a calendar year after 1982 may be deferred (and no interest shall
accrue on such deferred interest) for a grace period of not to exceed
9 months if, for the most recent 12-month period for which data are
available before the date such interest is otherwise due, the State
had an average total unemployment rate of 13.5 percent or greater.

(c) Interest paid by States in accordance with this section shall
be credited to the Federal unemployment account established by
section 904(g) in the Unemployment Trust Fund.

ADVANCES TO FEDERAL UNEMPLOYMENT ACCOUNT

SEC. 1203. [42 U.S.C. 1323] There are hereby authorized to be
appropriated to the Federal unemployment account, as repayable
advances, such sums as may be necessary to carryout the purposes
of this title. Amounts appropriated as repayablé advances shall be
repaid by transfers from the Federal unemployment account to the
general fund of the Treasury, at such times as the amount in the
Federal unemployment account is determined by the Secretary of
the Treasury, in consultation with the Secretary of Labor, to be
adequate for such purpose. Any amount transferred as a repay-
ment under this section shall be credited against, and shall operate
to reduce, any balance of advances repayable under this section.
Whenever, after the application of sections 901(f)(3) and 902(a)
with respect to the excess in the employment security administra-
tion account as of the close of any fiscal year, there remains any
portion of such excess, so much of such remainder as does not ex-
ceed the balance of advances made pursuant to this section shall
be transferred to the general fund of the Treasury and shall be
credited against, and shall operate to reduce, such balance of ad-
'vances. Amounts appropriated as repayable advances for purposes
of this subsection shall bear interest at a rate equal to the average
rate of interest, computed as of the end of the calendar month next
preceding the date of such advance, borne by all interest bearing
obligations of the United States then forming part of the public
debt; except that in cases in which such average rate is not a mul-
tiple of one-eighth of 1 percent, the rate of interest shall be the
mltlltlple of one-eighth of 1 percent next lower than such average
rate.
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DEFINITION OF GOVERNOR

SEC. 1204. [42 U.S.C. 13241 When used in this title, the term

“Governor” includes the Commissioners !° of the District of Colum-

bia.

1°P.L. 93-198, §711, abolished the
§421 replaced it with the office of Mayo

e

office of Commissioner of the District of Columbia and
r of the District of Columbia.

e e e —— -




